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CONFIDENTIAL JIDDA 2854 
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TAGS: ECON. EG, SA 

SUBJ: VISIT OF FIRST DEPUTY PREMIER HEGAZI AND MINISTER OTHMAN 
REF CAIRO 3147 

BEGIN SUMMARY: EGYPTIAN FIRST DEPUTY PRIME MINISTER AND 
MINISTER OF RECONSTRUCTION HAS HELD SUCCESSFUL DISCUSSIONS 
WITH SAG ON FUNDING OF SOME OF EGYPTIAN PROJECTS IN 
SUEZ AND ESTABLISHING BETTER CLIMATE FOR PRIVATE SAUDI 
INVESTMENT IN EGYPT. ORGANIZATIONS TO BE ESTABLISHED 
ON BOTH SIDES TO FACILITATE SUCH FUNDING AND EGYPTIANS 
WILL ARRANGE SPECIAL GUARANTEES FOR SAUDI INVESTORS AND 
PROBABLY NEGOTIATE A NEW COMMERCIAL TREATY. END SUMMARY. 

1. EGYPTIAN EMBASSY COUNSELOR HAS INFORMED US 
VISIT OF EGYPTIAN FIRST DEPUTY PRIME MINISTER ABD AL 
AZIZ HEGAZI AND MINISTER OF RECONSTRUCTION OTHMAN 
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MAY 14 AND 15 QUITE SUCCESSFUL. THIS WAS THE CULMINATION OF 
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SEVERAL EARLIER VISITS AND THE TWO EGYPTIAN 

OFFICALS WERE TOLD THAT SAUDI ARABIA WOULD SOON ESTABLISH 

AN ARAB INVESTMENT ORGANIZATION AIMED PRIMARILY 

AT EGYPTIAN FREE ZONE PROJECTS. OTHMAN SAID HE 

HAD IN HAND SOME 150-200 PROPOSALS FOR INVESTMENT IN EGYPT 

INCLUDING SOME LARGE ONES FOR THE FREE ZONE. 

2. CONCEPT BEHIND NEW EGYPTIAN INITIATIVE WITH KUWAIT, 

SAUDI ARABIA AND PROBABLY OTHER ARAB AND GULF OIL 
PRODUCERS IS TO HAVE GOVERNMENT-TO-GOVERNMENT NEGOTIATIONS 
ON EACH PROJECT. PLAN IS TO SET UP SOUNTER PART ORGANIZATION 
IN CAIRO TO SAUDI INVESTMENT ORGANIZATION, AND 

PROJECTS WILL BE FUNDED BY COMBINED EFFORTS OF SAUDI 
AND OTHER OIL-RICH COUNTRIES A LA SUMEDPIPELINE. 

(COMMENT: DIFFICULT NEGOTIATIONS ON SUMED PROJECT 
WILL HOPEFULLY NOT BE THE KIND OF NEGOTIATIONS MULTI- 
NATIONALS AND SAUDI ARABIA WILL HAVE WITH EGYPT ON NEW PROJECTS 
FOR FREE ZONE IN CANAL AREA.) 

3. EGYPTIAN OFFICIALS ALSO PROMISED SAUDIS THAT A SPECIAL 
INVESTMENT GUARANTEE PROGRAM WOULD BE SET UP TO ATTRACT 
SAUDI PRIVATE CAPITAL TO THE NILE. COUNSELOR ALSO NOTED 
THAT EGYPTIANS MAY SOON PROPOSE A NEW COMMERCIAL TREATY 
WITH SAUDI ARABIA. 

AKINS 
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